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Time Allotted: 2 Hours Full Marks: 50 

The figures in the margin indicate fiull marks. 

Candidates should answer in their own words 
and adhere to the word limit as practicable. 

All symbols are of usual significance. 

Answer any five questions from the following: 2x5 10 1. 

(a) What is meant by Balance of Payments of a nation? 

b) Show that, in a small open economy, total saving is the sum of domestic and 

foreign investment. 

(c) Why Keynes preferred fiscal policy over monetary policy to cure the problem of 

demand deficiency? 

(d) Distinguish nominal and real exchange rates.

(e) State and explain Walras's Law. 

Walras-A RAG ET:N 4R T1 Ta 

(f) What is 'Seigniorage'? 

Seigniorage' ? 

(g) What are the causes of money wage rigidity? 

(h) What is sacrifice ratio? 

2 Answer any four questions from the following: 5x4 200 

(a) How Phillips Curve can be derived from the Aggregate Supply Curve of the 

economy? 
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(b) Explain Keynesian concept of Underemployment Equilibrium. 

(c)Explain the idea of Purchasing Power Parity. 

(d) Suppose a country devalues its currency by 12% and at the same time domestic 

prices rose by 10%. What real devaluation has been achieved? What if prices 
have risen by 15%? 

(c) Explain the Natural Rate Theory. 

() How is interest rate determined in the classical model? 

3. Answer any two questions from the following: 10x2 200 

(a) How full employment could be achieved in Keynesian model through a 
mechanism known as Keynes Effect? Under what circumstances this effect will 
not work? 

(b) Using Mundell Fleming Model explain how internal and external balance can be 
achieved. 

(c) Distinguish between Adaptive and Rational expectations. Define Phillips Curve 
and show that Short run Phillips Curve is downward sloping, while the long run 
Phillips Curve is vertical. 

(d) What is 'Say's Law' of market? What are its implications in a barter economy? Does the Law hold in a money using economy'? 
2+44+4 
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